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UNITED STATES DEPARTMENT OF JUSTICE 
FEDERAL BUREAU OF INVESTIGATION 


Copy to: 1 
ee SA —————$ = Office: BALTIMORE, MARYLAND b6 
Date: June 16, 1969 b7C 
Field Office File #: 60-397 Bureau File #: 60-6831 
Title: HARTFORD FIRE INSURANCE COMPANY; 

INTERNATIONAL TELEPHONE AND TELEGRAPH CORPORATION 
Character: ANTI-TRUST. 
Synopsis: ‘Agents for the Hartford Fire Insurance Company in 


Baltimore area advise they do not have any data showing the 


ranking of their company in this area. Agents did not know 
the exact effect the merger of Hartford and ITT would have on 
them, nowever, Af ITT did direct Hartford's surplus in other 
operations of ITT, this would weaken Hartford's capacity to 
accept risks and would have a direct effect on its Agents. 
Maryland builders advise that the merger would give ITT - 
Levitt and Sons an advantage over competition through added 
financial backing toward the purchase of land for future 
development. The combination of ITT and Levitt and Sons 

has resulted in a competitive advantage for Levitt and 
Sons, by providing more capital and making financing more 
easily attainable. Details of interviews set forth. 
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DETAILS: 


This document contains neither recommendations nor conclusions of the FBI. It Is the property of the FBI and ts loaned to 
your agency; it and Its contents gre not to be distributed outside your agency. 
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* Riges-War {-Roloson. inc., Od street, b6 
@ 3S tte en was b7C 






be resent. 
owing information: . 


Riges-Warfield-Reoloson is one of the ny af 
not the largest, independent insurance agencies in Maryland; 
the firm and its predecessor firms have been in business 
since 1885. The firm has had an agency sentract with — 
Hartford Fire Insurance Coupany (Hartford) since 1964. ‘The 
firm also has similar agency contrasts wi " some #1x or ssi 

' other insurance companies, 


wr. Werte oa declined te furnish the amount be 
‘of premiums it writes exeh year, stating that this is a “BIC 
trade secret, 





| reafter 
rnished the fe 






Hartford dees net have any exclusive egents in the — 
Baltimore area; ite agents are fires sisilar to Riggs- 
| Warfield-Rolesen. The agency deing the largest yolume of 
' business fer Ss in this area is probably Poer, Bevwen, 
Partiett & Kennedy, | » Maryland Trust Building, 
Baltimore, Maryland ; Yanan (301) 539-6004. - 


Insurance may be classified inte twe bread 

‘ categories, vist. , personal and commercial. . Personal 
insurance consists of autombile smaienbanes and homeowners ) 

- (property) Ansuranee. 


In the oategery of personal insurance ‘in Maryland, 

 Aneluding both automobile and homeowmers! insurance, the 
three leading companies are State Fara Insurance, Allotate | 
Insurance and Nationwide Insurance. Between them, they 
prebably write 50 per cent te 70 per cent of all the ‘persénal | 
ingurance in Maryland, primarily automobile insurance. 
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After the foregoing three companies, Hartford is 
an important segment of the remaining market, along with 
U.S. Fidelity and Guaranty Company, Aetna, Maryland 
American General Group and Travelers. Aetna is probably 
first in this group, and Hartford, second, 


e foregoing estimates were based on Mr. 
general knowledge of the field. He was not bé6 
able to break down this estimate specifically into the b7C 


rank and share of business Hartford holds in property and 
liability insurance in the Baltimore or Maryland area. 
However, such data is available in detail for Maryland fron 
the State Insurance Commissioner, who maintains statistics 
by company, area, and line of insurance, 


Mr. a had no specific data available 
concerning, and could not estimate with any degree of 
accuracy, the amount of business generated by the various 
Levitt developments in Maryland for homeowners! and fire 
and extended coverage insurance, or what part of the total 
. homeowners! and fire and extended coverage sold in Baltinore 
or Maryland is represented by insurance covering Levitt 
homes. However, Leavitt is a major builder, and insurance 
business generated by Levitt developments is large and 
probably represents a substantial amount. 


In the field of sonmmercial insurance - anything 
other than personal insurance ~ Hartford is one of | 
companies, possibly the most important one, In Mr. 
opinion, commercial insurance is more important than persona 
insurance from the standpoint of the insurance companies 
ami agencies, 


Mr. at As not specifically aware of any 
homeowners! or @and extended coverage insurance sold 


by his agenty te-an purchaser of a new -- as opposed to resale °° 


purchaser ~~ Levitt home. He checked with his underwriting si 
supervisor for such information; the supervisor advised Mr. 

that he did not recall the sale of any such 
insurance, although there may have been a few such sales, 
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The major Levitt developments in Maryland are in 
Prince Georges County (suburban Washington, D.C.), and it 
would be reasonable to suppose that insurance sold to 
purchasers in that area would be handied by agencies there 
rather than in Baltimore, 


Levitt is building some homes in Columbia, 
Maryland, a "new city" development between Baltimore and 
Washington, but the Levitt operation there is still on a 
Somewhat limited scale, 


Mr. does not know of any specific re 
instance where Riggs-Warfield-Roloson lost a customer to bIC 
Levitt when the client purchased a Levitt home, nor does 
he know the identity of 7 other agent or agency who has 
lost customers to Levitt 


Maryland has a state law prohibiting coercion 
of homeowners by lenders as far as insurance is concerned, 
This law requires the lender to aceept any instirance the 
purchaser offers if the insurance meets legal requirements. 
Sometimes this is not particularly advantageous, as some 
of the acceptable insurers are not very good, 


However, the law is working fairly well, and most 
of the banks and savings and loan associations which finance 
home mortgages in Maryland obey the law scrupulously. 


This is not to say that there are no "tie-in" 
deals. One of the major problems facing a home buyer is 
obtaining mortgage money. If a developer offers a “package” 
to a prospective home buyer, the buyer is not likely to 
quibble over what company tunderwrites the insurance. 


In the case of Levitt .developments, Levitt quotes 

a package price for its homes. This price is all-inclusive; 
for example, the purchaser does not have any settlement 
fees to pay. Mr. believes,although he does not b6 
know this as a fact, that the Levitt package probably includes b7C 
homeowners ' insurance, 
» — . Levitt does arrange financing for purchasers of 
yew homes, While Mr wr [| does not know the source, 
‘or sources, of such finane ng, Levitt does have large amounts 
of money available. 
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} Levitt also obtains large amounts of "pre- 
financing," or long-term commitments arranged several years 
in advance of the time the financing will be required by — 
purchasers of new Levitt homes. » 4 


| While Mr | |knew of no specific instance 
where Riggs-Warfield-Roloson had lost an insurance customer 
to Levitt, the agency has lost some customers through tie-in 
practices. For example, a renter had a tenant's policy , 
placed through Riggs-Warfield-Roloson. When this customer 
‘purchased a home (not from Levitt), he called to state that 
he wanted to. continue with Riggs-Warfield-Roloson, but in 
order to consummate the mortgage, he was placing his 
. dnsuranee through another firm. The customer was advised 
that Maryland law prohibited coercion by the lender, but 
the customer indicated that he had to go along with the 
lender to obtain the mortgage. Since it was a relatively 
small transaction, Riggs-Warfield-Roloson did not pursue 
the matter. However, if International Telephone and Tele- 
graph Corporation (Iv?) and Hartford complete their proposed 
merger, it is reasonable to speculate that such incidents 
could be magnified to the detriment of agencies now in the 
home insurance field, : 


It would be logical to assume that if If? acquired 
Hartford, Levitt would give preferences to placing homeowners ' 
insurance with Hartford, While the Maryland law might 
deter Levitt from forcing purchasers to place their insurance 
with Hartford, very few purchasers would obtain their insurance 
pcr @ Nidal moat would accept the insurance proffered 
evitt. 


b6 
_b7C 


In this connection, Mr. bcpieeeeeed ae personal 
‘knowledge that in one of the Levitt developments in New 
Jersey (in the metropolitan area of Philadelphia, Pennsylvania); 
Levitt is offering 7 per cent mortgages, which is substantially 
below the current rate in that area, ‘This rate undoubtedly 
is made possible by some ‘long-term pre-financing commitment 
obtained by Levitt several years ago, With the ability to b6 
obtain such favorable mortgage terms from Levitt, Mr. oe 
believes purchasers would accept whatever insurance 
company Levitt suggested or offered if Levitt does so, If 
any affiliation were to exist between Levitt & Hartford, such 
as a merger of Hartford & ITT, i believes Hartford 
would obtain a preferred position in relation to its 
competitors, . 


a 
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It is Mr. aaa opinion that if ITt 
acquires Hartford, such a conglomerate merger would be 
injurious to the insurance industry as a whole, and would 
have an adverse affect on the business of Riggs-Warfield- 
Roloson. Mr.[ -—sjobserved that the strength of 
an insurance company lies in its surplus, which controls 
its capacity to accept risks. In the present case, Hartford 
4s a strong, well-managed company. If it is acquired by 
| it well be weakened by the ITT management. Mr. — 

explained that IfT, with its affiliated Sheraton, 
‘Levitt, and Avis operations, needs vast quantities of 
capital. Once ITT acquires Hartford, the large cash 
surplus of Hartford immediately becomes available Iff for 
its diverse enterprises. It will be a great temptation to 
the ITT management, not insurance oriented, to direct the 
Hartford surplus into the other operations of ITT. 

. Besides weakening Hartford and reducing Hartford's 
capacity to accept risks, such diversion of Hartford surplus 
would have a direct effect on agents and agencies such as 
Riggs-Warfileld-Roloson, 


For some time now the insurance industry has 
suffered lack of market (capacity to accept risks) in the 
United States and England. A number of factors have 
contributed to this lack of market, including the general 
"tight money" situation, the increase (or inflation) in 
value of the property insured and consequent risk exposure, 
and the drastic reduction in the availability of re- | 
insurance, especially in England. 


b6 
b7C 


A ‘For example, Riggs-Warfield-Roloson has a customer 
fro 43 shipping $700,000 worth of merchandise into Newport — 
iNews, Virginia. Continental, one of the large insurance 
/companies of the United States, is now carrying $200,000 
fot the risk of this customer, placed through Riggs-Warfield- 
/ Roloson. When the customer called Riggs-Warfield-Roloson to 
increase its insurance to $700,000, Continental told Riggs- 
+ Warfield-Roloson it could not absorb the increase, it was 
Dp fully committed. The agency is having difficulty obtaining 
j/ \ the additional coverage required by its customer. This 


‘4, example was cited by Mr. to explain his views b6 
. fi of the lack of capacity of the insurance companies, which b7C 
Y' ye fears will be aggrevated if ITT should merge with Hartford 


i and further reduce Hartford's capacity by siphoning off surplus 
| from the insurance subsidiary. | 
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ot ain ee cited the acquisition of 
Great_American Insurance sometime ago by a conglomerate -~ 

Mr. could not recall the name of the conglomerate -- 

which sipho off much of the Great American surplus to : 


the detriment of the insurance company. 


b6 


Mr. Lonaraieal also noted the acquisition of nae 
Reliance Insurance Company of Philadelphia 
Reliance is a strong company headed by Mr. 
a conservative, insurance-oriented executive. Leaseo is 


headed by a 29-year-old, aggressive president. To date, 
Leasco has been prevented from diverting surplus from 
Reliance, but this is an ever-present danger. a 


—— 4n regard to the proposed IfT~-Hartford 


merger, Mr, observed that although Levitt has b6 
access to large capital resources, it needs more. This ' | bIC 
is evidenced by the fact that at least one large Baltimore | 
bank -- Mr. declined to identify the bank -- 


recently has been approached by Levitt for additional financing. 
The bank was unable to accomodate Levitt at the time. 
Should the resources of Hartford become available to Levitt 
through the proposed I?ff-Hartford merger, Mr. 
fears that the Hartford surplus is in danger of being 
diverted to meet the capital requirements of Levitt and 
the other ITT interests. 


A further example of the lack of capacity of. 
the insurance industry is a recent experience of Riggs- 
Warfield-Roloson with a large personal homeowners! insurance 
policy in the amount of $400,000. U.S, Fidelity and Guaranty 
reluctantly assumed 374 per cent of the increase, but only 
for the remaining life of the present term of the policy; 
at that time, U.S. Fidelity and Guaranty wants to reduce 
its exposure to 25 per cent of the policy. 


Other insurance companies represented by Riggs- 
Warfield-Roloson also are putting limits on the amounts of 
insurance they will underwrite. Each such limittion adversely 
affects agencies like Riggs-Warfield-Roloson. 
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With If? controlling Sheraton, Avis and Levitt, 
it is in a position to generate a vast amount of insurance 
business, not only from the Sheraton and Avis credit card 
holders, but also property and liability insurance on the 
Sheraton chain property and the Avis fleet of automobiles, 
If IfT were to acquire Hartford, it seems logical to assume 
hinge a = iii share of this insurance business would go 

o Hartford, 


« 


Mr. | | observed that as an independent 
insurance agency, his firm is strongly opposed to the tremendous 
expansion of the credit card business in recent years into 

the insurance field, citing as examples the entry of 


American O11 Company into the insurance field through its 


Amoco credit cards, While not strict ermane to the 
proposed IfT-Hartford merger, Mr. Cs inoted that such 


a merger could well lead Sheraton a vis to offer insurance — »bé 
to its credit card holders, to the detriment of independent b7C 
agencies such as Riggs-Warfield~-Roloson. 


As faras Mr.[  _——_——_—_—s | knows, neither Hartford 
nor any other insurance company requires the installation of 
fire protection equipment for fire insurance purposes. However, 
the installation of such protective equipment, particularly 
sprinklers, would certainly have an important bearing on 
pi Lagi of fire insurance, the acceptability of the risk, 
@ rate, 


Hartford does not specifically recommend that 


customers install automatic sprinkler systems, nor do any 
other insurance companies as far as Mr. sei knows , 


but again, the installation of such a system would be a 
significant factor in writing. a fire insurance policy. 


Mr. does not know that Hartford recommends °° 
any particular automatic sprinkler company; however, it is 
his opinion that mutual advantages would accrue to both 
companies if Hartford were to acquire an automatic sprinkler 


company. 


b7C 
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A lucrative field for fire insurance in the | 


| Baltimore area is the’ restaurant business; however, this 
“pusiness also entails a relatively high degree of risk, 


For example, a restaurant owner very recently: approached 
Riges-Warfield-Roloson for fire insurance, and it took 


arrangements with five insurance companies to obtain the 
' necessary capacity, The igsuance of the insurance policy 


was contingent upon the customer installing a sprinkler 


‘system. Obviously, with such a situation existing, it is 


possible that an insurance company involved could at ‘least 
give a sprinkler company a preferred lead to such a customer. 


Mr. cautioned that he knows of no 
arrangement of any kind between Hartford and Grinnell, or 
between any other companies; however, he can speculate that 
if ITT acquires Grinnell and then merges with Hartford, bé6 
Grinnell and Hartford certainly would be in a position which b7C 
would allow great potential for reciprocity. — 


. Mr. concurred with the foregoing information 
furnished by Mr. 
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aria aceaeeeeaet ete) Collins and bé 
Day Insurance Agency, 6203 Baltimore Avenue, Riverdale, b7C 


Maryland, advised he had been an agent for the Hartford 
Fire Insurance Company for lO years. He said that he has 
no data available to him showing the rank and share of 

age the Hartford Insurance Company holds in the county 
or state. 





He said he could not make an intelligent 
estimate of Hartford's ranking and share of business held 
among insurers in the area. 


He said he does not have any information showing 
the amount of business created by the Levitt and Sons, Inc. 
He said he does not have but a couple of customers living in 
Levitt homes. He said this was due mainly to the problem 
of connection because usually the purchaser of a new home 
will take whatever insurance is offered at the time of 
settlement. He said the clients he has in Levitt homes 
were with him before purchasing a Levitt home and remained 
with him after moying. 


He said he has not lost any customers to Levitt 
home purchasers other than the above mentioned circumstances 
and he does not have any knowledge of any other agencies 
losing clients in any other way. 


He advised that the Hartford Fire Insurance is 
competitive with other writers in this area; however, 
Hartford'a cost is higher than some of the less reputable 
organizations. 


He advised that if International Telephone and 
Telegraph Corporation acquires the Hartford Company, he 
does not feel that it will affect his insurance business, 
He said that management would probably change and some 
major changes made; however, he did not feel it would 
affect him to any great extent. 
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: He advised that he does not recommend to his 
customers the installation of fire protection equipment. 

He said he points out to the customers the advantages of 
having fire fighting equipment and the different rates | 
applied to constructions with fire fighting equipment. 

He said if the Hartford Company owned an automatic | 
sprinkler company, he would recommend this company to his 
customers only if he felt it was a good company and 
produced good equipment. He said he did not see where it 
would be to his advantage to recommend a company if it was 
associated with Hartford Fire Insurance Company. He said 
he did not have any bulletins or directives concerning fire 
fighting equipment and the Hartford Conipany does not publish 
any to his knowledge. . 


Cy) mt 


